







ine 
194 
ro 
650 
tion 
old, 
610 








and- 
n of 








| the 
n in- 
rters 


vhich 


ports 
from 


2 the 













s has 
y the 
an be 
1 that 











ether: 







, item 
nounts 
not to 
to the 






































































SCIENCES 





Volume VI, No. 27 





Fund members have been notified of a decision taken 
by the Executive Board of the Fund on December 23, 
1953, which declares that the decision of February 13, 
1952, relating to use of the Fund’s resources and re- 
purchases (see this News Survey, Vol. V, p. 318), shall 
continue in effect subject to review by the Executive 
Board from time to time as circumstances warrant. 

The decision also redefines the stand-by credit policy 
which was adopted on October 1, 1952 (see this News 
Survey, Vol. V, p. 149). The December 23 decision will 
continue in effect subject to review by the Executive 
Board from time to time as circumstances warrant. The 
decision states that the “Fund is prepared to consider 
requests by members for stand-by arrangements designed 
to give assurance that, during a fixed period of time, 
transactions up to a specified amount will be made when- 
ever a member requests and without further consideration 
of its position, unless the ineligibility provisions of the 
Fund Agreement have been invoked.” The following para- 
graphs set forth the general framework for stand-by 
arrangements: 

1. Stand-by arrangements will be limited to periods of 

not more than six months. They can be renewed 
by a new decision of the Executive Board. If a 
member believes that the payments problems it 
anticipates (for example, in connection with posi- 
tive programs for maintaining or achieving con- 
vertibility) can be adequately provided for only by 
a stand-by arrangement of more than six months, 
the Fund will give sympathetic consideration to a 
request for a longer stand-by arrangement in the 
light of the problems facing the member and the 
measures being taken to deal with them. With re- 
spect to stand-by arrangements for periods of more 
than six months, the Fund and the member might 
find it appropriate to reach understandings addi- 
tional to those set forth in this decision. 


2. In considering the request for a stand-by arrange- 

ment or renewal of a stand-by arrangement, the 
Fund will apply the same policies that are applied 
to requests for immediate drawings, including a 
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review of the member’s position, policies and pros- 
pects in the context of the Fund’s objectives and 
purposes. The Fund will agree to a stand-by 
arrangement only for a member that is in a position 
to make purchases of the same amount of exchange 
from the Fund. 


3. There will be specified in each stand-by arrangement 
the transactions which may be made under that 
arrangement. 

4. A member having a stand-by arrangement will have 
the right to engage in the transactions covered by 
the stand-by arrangement without further review by 
the Fund. This right of the member can be 
suspended only with respect to requests received by 
the Fund after (a) a formal ineligibility, or (b) a 
decision of the Executive Board to suspend trans- 
actions either generally (under Article XVI, Sec- 
tion 1(ii)) or in order to consider a proposal, made 
by an Executive Director or the Managing Director, 
formally to suppress or to limit the eligibility of 
the member. 

A charge of 14 of 1 per cent per annum will be payable 
to the Fund for stand-by arrangements. The charge will 
be payable in advance for each six months’ period that 
the arrangement or any renewal is in effect. It is pro- 
vided, however, that such charges up to a maximum of 
\4 per cent can be offset against the 4 per cent service 
charge that must be paid if there is a drawing while the 
stand-by agreement is in effect. 

The schedule of charges on Fund transactions has also 
been revised. The distinction formerly made between 
charges on the Fund holdings of a member’s currency 
that exceed its quota by not more than 25 per cent, and 
holdings that exceed its quota by 25-50 per cent has been 
abolished. The charges on holdings that exceed a quota 
by not more than 50 per cent have been increased some- 
what; and on holdings that exceed a quota by 50 per 
cent or more, the charges have been slightly reduced. 
The new charges will remain in effect until December 31, 
1954, and must be reviewed by the Executive Board be- 
fore that date. 


firms and banks, jointly headed by The First Boston 
Corporation and Morgan Stanley & Co. Of the total, 
$98 million of the bonds are being offered in the United 
States at a price of 100 and accrued interest to yield 
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3.50 per cent to the maturity date of January 1, 1969. 
The remaining $2 million are being underwritten by the 
Crédit Suisse of Ziirich and will not be offered in the 
U.S. market. This is the fourth and largest issue of 
IBRD bonds to be brought out in the United States on a 
negotiated underwriting basis. 

As a sinking fund the Bank will retire $4 million of 
the new bonds on or before July 1, 1957 and in each year 
thereafter up to and including 1966, and $5 million of 
the bonds in 1967 and a like amount in 1968, thus pro- 
viding for retirement of 50 per cent of the issue prior 
to maturity. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
January 12, 1954. 


Sterling Area Reserves 

The sterling area’s gold and dollar reserves decreased 
by $43 million in December, bringing the total reserves 
held at the end of the year to $2,518 million, a net in- 
crease of $672 million during 1953. Reserves are thus 
restored to about the same level as in the summer of 
1950. The deficit recorded in December includes the 
annual payment of $181 million on the U.S. and Cana- 
dian loans to the United Kingdom, partially offset by 
receipts of $20 million from U.S. defense aid, $4 million 


from EPU in part settlement of the November trading 
surplus, and $114 million from other gold and dollar 
trade and payments transactions. 
sents the largest monthly “trading surplus” earned in 
1953, compared with a surplus of $32 million in Novem- 


The last figure repre- 


ber. It includes an estimated $50 million in gold pur- 
chased from Russia, but otherwise no special factors are 
known to account for the rise from the preceding month’s 
figure. 
[Ist 2nd 3rd 
Qtr. Qtr. Qtr. Oct. Nov. Dec. 
(monthly averages, million U.S. dollars) 
Gold settlement with 
EPU 
U. S. aid 
Other gold and 
dollar movements 


+32 
+35 


—15 
+24 


+14 
+20 


—6 +6 
+28 +13 
+-39 +31' +15 
Change in reserves 


Reserves at end 
of period 


+40 +34 


2,166 2,367 2,486 2,520 2,561 


* Excluding payment in August of $39 million to Canada 
on the 1942 interest-free loan. 


* Excluding payment of $181 million on December 31 for 
service of U.S. and Canadian credits. 


The U.K. account with EPU showed a deficit of £3.1 
million in December and will result in gold payments by 
the United Kingdom of about $4.5 million in January. 
Source: The Financial Times, London, England. Janu- 


ary 5, 1954. 
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Europe 


Investment in France in 1953 

The 1953 report of the Commission des Investissements 
shows that investment in France in 1953, estimated at 
1,800 billion francs, was slightly less than in 1952 when 
it was 1,812 billion francs. At constant prices, the de. 
cline is 2 per cent, on account of the decline in the prices 
of equipment goods. This is the second consecutive year 
in which “real investment” has shown a decline; in 1952, 
at constant prices, investment was 1 per cent less than in 
1951. The figures quoted by the Commission are neither 
the conventional “gross” nor the conventional “net” 
investment figures. They represent the amount of ex. 
penditure on investment, excluding stocks but including 
some but not all amortization. 
excluded. 

The Commission gives the following classification of 
investment according to sources of finance: budgetary 
and other Treasury funds, 734 billion francs; banks and 
specialized institutions, 307 billion francs; capital market, 
126 billion francs; self-financing by firms and individuals, 
633 billion francs. The major development appears to 
be the decline in self-financing, which in 1952 amounted 
to 758 billion francs. The reduction in total investment 
in 1953 was due to a decline in privately financed invest. 


Military investment is 


ment, as the slowdown in economic activity and the re- 
duction of wholesale prices affected the decisions of 
private firms. 

The sectors in which investment was greater in 1953 
than in 1952 were mainly housing (there was a marked 
increase in 1953 in the number of buildings started and 
completed), schools, gas, atomic energy, aviation, high- 
ways, and shipbuilding. The main sectors in which in- 
vestment declined were railroads, coal mines, electric 
power, and farms, the latter only as far as self-financing 
is concerned. 

French civilian investment in the overseas territories 
amounted to 314 billion francs in 1953 against 363 bil- 
lion in 1952. About two thirds of the total were invested 
in North Africa, where government-financed investment 
represented 33 per cent of the total (against 21 per cent 
in 1952). The proportion in the other overseas territories 
was 80 per cent in 1953, against 76 per cent in 1952. 
French investment in the franc area as a whole was thus 
2.114 billion francs in 1953, against 2,175 billion in 1952. 


Source: Le Monde, Paris, France, January 5, 1954. 


Belgian Economic Problems 

A report of the Organization of European Economic 
Cooperation has listed as the main elements of strength 
of the Belgian economy (1) a strong financial situatio 
and a relatively stable price level since 1948, (2) hig 
exchange reserves, compared with other European coun 
tries, (3) substantially improved real wages, and (4) 
progress toward bridging the dollar gap. 
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The principal problem facing Belgium at present is 
the question of how to “develop her industrial produc- 
tion at a more satisfactory rate while expanding foreign 
trade under today’s normal conditions rather than under 
the abnormal economic conditions of the past few years.” 
An important part of the large volume of Belgian exports 
following the end of World War II and the outbreak of 
the Korean War was due to extraordinary factors that 
no longer operate. Belgian exporters have recently been 
feeling stiffer competition from their European com- 
petitors in such fields as steel and metal goods, cotton 
textiles, chemicals, and paper. The rate of development 
in Belgian industry has been below that of some other 
European countries. 

In order to secure the investments needed for the crea- 
tion of new industries with an export potential and for 
improving the productivity of existing industries, OEEC 
recommended that (1) long-term interest rates should be 
further reduced, (2) credit policy should be adapted to 
encourage the most productive industries, and (3) the 
tax system should be aimed at stimulating investment. 
Source: The Journal of Commerce, New York, N. Y., 
December 28, 1953. 


Danish Trade with the United States 


According to recent estimates Danish exports to the 
United States are expected to reach $36 million in 1953, 
12 per cent more than in 1952. For the first nine months 
of 1953 these exports amounted to $30 million, compared 
with $19.4 million for the same period in 1952. The 
largest increases were in exports of meat, which accounted 
for about one third of total exports, and of furniture, 
which in 1953 were about three times those in 1952. 
Imports from the United States for the first nine months 
of the year amounted to $33 million in 1953, compared 
with $68 million in 1952. The most striking reduction 
was in imports of fuel, from $34 million in 1952 to 
$5.7 million in 1953. Imports of grain, nonprecious 
metals, and motor vehicles were cut in half. 

Denmark’s trade balance with the United States thus 
showed a deficit of $3.2 million for the period January- 
September 1953 (in 1952 the deficit was nearly $50 mil- 
lion). This trade deficit was, however, more than offset 
by Danish exports of $12.2 million to the U.S. forces in 
Germany. 


Source: The Journal of Commerce, New York, N. Y., 
January 6, 1954. 
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Danish-German Trade Agreement 


A trade agreement between Denmark and Western 
Germany signed in late December incorporates some im- 
portant concessions to Danish interests relating to exports 
of lard, bacon, and pork. There is, however, some un- 
tertainty about how the agreement will work out in prac- 
tice. Imports from Germany may amount to about 
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DKr 1,300 million ($188.5 million), and Danish exports 
to Germany are estimated to reach DKr 600-800 million 
($82-116 million) in 1954. The German import quota 
for butter of 12,000 tons, set in the old agreement, is un- 
changed. Actual Danish deliveries in January-November 
1953, however, amounted to only 1,600 tons. The Ger- 
man import quota for live cattle is also unchanged, 
250,000 head, but in 1953 actual shipments were only 
around 200,000 head, compared with 180,000 head in 
1952. On the other hand, the agreement makes possible 
bigger shipments of pigs, the 1953 quota of 12,500 tons 
having been increased to 20,000 tons. It is expected that 
German purchases will amount to at least 18,000 tons in 
1954, or possibly more if German meat consumption in- 
creases. Exports of barley for brewing purposes 
amounted to 160,000 tons in the crop year 1952-53. Since 
then, however, Western Germany has barred these ship- 
ments, with the result that high-quality barley is being 
used for fodder in Denmark. 

Ordinarily a certain trade deficit is regarded as normal 
in Denmark in relation to Germany. However, Danish 
exporters feel that the emergence of Western Germany 
as one of the main exporting countries entails certain 
importing obligations upon Germany, which they believe 
require that country to embark on a policy of removing 
import restrictions and reducing tariffs on agricultural 
products. 

Source: The Journal of Commerce, New York, N. Y., 
January 6, 1954. 


Swedish Timber Exports 


Total Swedish exports of timber in 1953 are estimated 
at about 800,000 standards, compared with 600,000 in 
1952. 

By the end of November orders received for exports of 
Swedish timber in 1954 amounted to 140,000 standards, 
of which 75,000 standards will be exported to the United 
Kingdom. Whereas contracts entered into during the 
first half of the month specified delivery as soon as pos- 
sible, many of the later contracts provide for delivery in 
the late summer and fall of 1954, mainly to continental 
European markets and the Mediterranean countries. 
Prices for high-grade spruce have been very firm and 
have shown some increase during the latter half of 
November. 

A Russian export organization has offered 45,000 
standards of timber at prices lower than those obtained 
by Swedish exporters for comparable products. This 
is a smaller quantity than might have been expected in 
view of the expectations expressed in preliminary negotia- 
tions with the United Kingdom of Russian exports to 
the West of 400,000 standards, including 250,000 stand- 
ards to the United Kingdom. 


Source: Svenska Dagbladet, Stockholm, Sweden, Decem- 
ber 7, 1953. 
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Portugal's National Income in 1952 

Provisional estimates put the Portuguese national in- 
come at factor cost at 44.4 billion escudos in 1952, 
against 46.5 billion in 1951. The decline of 4.5 per cent 
is ascribed above all to a drop of nearly 10 per cent in 
the value of exports during 1952. This slowing down of 
activity in the export industries was in part a consequence 
of a shrinking foreign demand. Reduced farm incomes 
resulting from bad weather conditions also restricted 
domestic demand for the products of other industries. 
Source: Jornal do Comercio, Lisbon, Portugal, Decem- 

ber 11, 1953. 


Economic Developments in Greece 

Prices in Greece since last September appear not to 
have increased more than might have been expected as a 
result of the seasonal factors usually operating in the 
latter part of the year. On December 29, 1953 retail 
prices in Athens (as measured by To Vima’s index) were 
5.3 per cent higher than the monthly average of last 
September, primarily as a result of an increase of 7.3 per 
cent in the prices of domestic products. During the same 
period, prices of industrial articles increased by 1.9 per 
cent and those of imported goods declined by 2.2 per cent. 
Wholesale prices in the Athens-Piraeus area (as measured 
by the Bank of Greece index) decreased by 0.4 per cent 
between September and November. Since the exchange 
readjustment of April 9, 1953, retail prices had risen 
(by December 29) by 23.8 per cent and wholesale prices 
(by November) by 29.4 per cent. 

The moderate size of recent price increases should be 
ascribed chiefly to the continuation of restrictive credit, 
budgetary and public investment policies, as well as to 
high production and to the import liberalization measures 
introduced shortly after the devaluation. The note circu- 
lation has expanded substantially (by some 35 per cent) 
since the devaluation, but this is due primarily to official 
purchases of wheat and to increases in official exchange 
reserves. The large volume of means of payment is, more- 
over, matched by higher economic activity. Agricultural 
production in 1953 is estimated to have exceeded by 
more than 35 per cent that of 1952, when it was some 
10 per cent above prewar. The upward trend of indus- 
trial production continues. Industrial output (including 
output of electric energy) in November 1953 was 32.5 
per cent higher than a year ago, or 67 per cent above the 
prewar level. 

A noticeable improvement is evident in external ac- 
counts. Though obligations arising from imports on 
credit have begun to fall due, exchange payments are well 
within the Government’s plans and the country’s foreign 
exchange availabilities. It is reported that exchange 
transactions showed a surplus equivalent to $7.3 million 
in October and to $4.2 million in November. However, 
a deficit of $0.6 million is reported for the first half of 
December. 
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The drachma price of the gold sovereign in Athens, 
contrary to the trend in other free markets, has recently 
shown a tendency to increase, apparently as a consequence 
of seasonal influences. The rate for the sovereign in- 
creased from about 300,000 drachmas in October to ap. 
proximately 325,000 drachmas on December 29. In terms 
of U.S. dollars, the latter price corresponded to US$10.85 
(on the basis of the official dollar rate of the drachma), 
compared with US$9.75 in the Paris free market and 
US$9.85 in Milan. This discrepancy seems to account 
for the re-emergence in Athens of limited black market 
premiums for hard foreign currencies. In the closing 
days of 1953 the U.S. dollar was quoted at 31,800 
drachmas (a premium of 6 per cent) for bank notes and 
at 32,800 drachmas (a premium of 9 per cent) for ex. 
change transfers abroad. The Swiss franc note was also 
selling at a premium of about 10 per cent. Sterling, 
however, was selling at a discount of approximately 4 per 
cent. 

Sources: To Vima and Naftemboriki, various issues, 
Athens, Greece. 


Middle East 


Egypt's Sterling and Dollar Reserves 


The Egyptian Minister of Finance stated on Decem- 
ber 24 that the country’s free sterling balance stood at 
LE 18 million, in addition to the £15 million which was 
expected to be released from Britain early in 1954 in ac- 
cordance with the Anglo-Egyptian Sterling Release Agree- 
ment of 1951. Of this amount £5 million was in fact 
released from the Egyptian blocked sterling account (No. 2 
account) to the free account (No. 1 account) at the 
beginning of January, in accordance with the clause of 
the Agreement which provides for the release of £5 mil- 
lion in any year in which the balance in the No. 1 account 
falls below £45 million, in addition to £10 million to be 
released each year until 1960. The additional £5 million 
has been released automatically on the first day of each 
year, but the timing of the £10 million release is at the 
discretion of the U.K. Government, which is now studying 
an Egyptian request for such release in 1954. 

The Minister of Finance also declared that Egypt’: 
dollar balances were improving and stood at $23 million, 
compared with $20 million two months earlier. He stated 
that this improvement in reserves would help the Govern: 
ment to alleviate its trade and currency restrictions. “We 
will take steps”, he said, “to facilitate imports and pay: 
ments and it is expected that the necessary legislation 
for this purpose will be prepared early in 1954.” When 
asked whether the time had come to use part of the gold 
cover amounting to LE 60 million for economic develop 
ment, the Minister answered that he was prepared to use 
part of that cover to finance some schemes, although he 
was “one of those who believes that there must be a cover 
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of some kind.” If the gold cover is resorted to, only a 
very small part would be used, “in order to protect the 
position of the Egyptian pound,” the Minister concluded. 
Sources: The Egyptian Gazette, December 25, 1953, and 
Al Ahram, January 5, 1954, Cairo, Egypt; The 
Economist, London, England, January 9, 1954. 


Syrian Cotton Production and Exports 

Syria’s 1953 cotton crop is estimated at some 55,000- 
60,000 tons. Domestic requirements are about 10,000 
tons, leaving an exportable surplus of 45,000-50,000 tons. 
The rapid increase of Syrian cotton exports is shown by 
the following figures: 175 tons in 1947; 1949, 395 tons; 
1950, 19,000 tons; 1951, 37,000 tons; and 1952, 38,000 
tons. 
Source: Middle East Economist and Financial Service, 


Forest Hills, N. Y., November 1953. 
Removal of Haifa Pipe Line 


In response to a request made five years ago by the 
Iraqi Government, the Iraq Petroleum Company has ex- 
pressed readiness to consider removing the Haifa oil pipe 
line or diverting it to a Lebanese or Syrian port on the 
Mediterranean. There has been pressure for the removal 
of the pipe line since the 1948 Palestinian War. The 
diversion of the line would increase Iraqi oil output by 
about three million tons annually. 

Source: The Egyptian Gazette, Cairo, Egypt, Decem- 
ber 16, 1953. 


Agricultural Credit in Iraq 

The Agricultural Bank of Iraq has decided to lower its 
rate of interest from 6 per cent to 5 per cent as of Janu- 
ary 1, 1954. A revision of the Bank’s statute is being 
considered to enable it to grant credit to agricultural 
cooperative societies, which, in turn, will be able to help 
very small farmers. The Bank is now taking the final 
steps to open a branch in Amman in conformity with the 
recently concluded Iraqi-Jordanian trade agreement (see 


this News Survey, Vol. VI, p. 136). 
Source: Al-Zaman, Baghdad, Iraq, December 30, 1953. 


Transit Treaty Between Iran and Turkey 

The Government of Iran has announced the signing 
of a treaty with Turkey arranging for transit facilities 
for Iran’s trade with Europe through Turkey. The Turkish 
Government has agreed to offer favorable treatment to 
Iranian goods shipped through Turkey by providing 
facilities in three major Turkish ports and also a reduc- 
tion of at least 25 per cent in freight charges. 


Source: Ettéla’at, Teheran, Iran, December 30, 1953. 
Pakistan's Exchange Policy 


Mr. Tafazzul Ali, the Pakistani Minister of Commerce, 
stated on December 18, 1953 that his Government was 
considering a proposal for a “rupee account area”, which 
might mean “some slight modification” of Pakistan’s 











relationship with the sterling area. The proposal at 

present concerned only Middle East countries and not 

Europe or the Far East. 

Source: The Manchester Guardian, Manchester, England, 
December 19, 1953. 


Far East 


India’s Import Policy for 1954 

The import policy adopted in India for the second 
half of 1953 will be maintained with certain modifications 
in the first half of 1954. Import quotas have been in- 
creased for 20 items, including betel nuts, razor blades, 
flashlight cases, essential oils, moulding powders, and 
unset pearls. Additional licenses will be granted to es- 
tablished importers for increased imports of machinery 
and scientific and optical instruments. The list of items 
that can be imported by new importers and actual users 
has also been extended. Import quotas of goods of which 
domestic supplies have increased, such as table fans, 
paper cans, jams and jellies, lead pencils, hand-knitting 
wools, cod-liver oil, duplicators, and a large variety of 
engineering stores, have been reduced. 
Source: Embassy of India, Indiagram, Washington, D.C., 

January 4, 1954. 


Indian Jute Production, 1952-54 

The final estimate of the Indian jute crop for the year 
1953-54 puts the acreage at 1,196,000 and production at 
3,128,000 bales. This compares with the revised final 
estimates for the preceding year of 1,817,000 acres and 
4,605,000 bales. 
Source: The Journal of Commerce, New York, N. Y., 

January 5, 1954. 


Thailand's Trade and Foreign Exchange 

Thailand’s foreign trade position up to the end of Oc- 
tober is reported to have been unfavorable although no 
figures have been released by the Government. It is 
understood that the import control policy announced on 
November 17 (see this News Survey, Vol. VI, p. 178) was 
launched primarily to secure balanced trade, rather than 
to bring down exchange rates as stated earlier. Exchange 
rates in the open market have since continued to climb 
and by the end of the year importers who already had 
import permits issued by the Ministry of Economic Af- 
fairs were faced with a shortage of foreign exchange, 
which became so serious that commercial banks reserved 
for favored customers the exchange that was available. 
The Government urged the banks to maintain sterling 
and U.S. dollar exchange rates within fixed limits until 
early in 1954. The rates agreed upon were 58.25-58.50 
baht for the pound and 21.10-21.15 baht ‘for the dollar. 
Price controls were imposed on essential imported goods 
from December 23, and a special Board was appointed 
to administer these controls. Legislation is also being 


218 


drafted to curb hoarding of goods for the purpose of 

raising prices. 

Source: Far East Trader, New York, N. Y., Janu- 
ary 6, 1954. 


Japan’s Balance of Payments 
According to an estimate of the Japanese Ministry of 
Finance, there was a deficit of $190 million in Japan’s 
balance of payments for the 1953 fiscal year (April to 
March), compared with a surplus of $93 million for the 
1952 fiscal year. This deficit would have been substan- 
tially larger if the sterling purchased from the Inter- 
national Monetary Fund were not included among the 
receipts. 
Total receipts and payments classified by currency area 
for the 1953 fiscal year were estimated as follows: 
Open 
Dollar Sterling Account 
Area Area Area 


1,505 540 505 
1,444 733 563 


Total +61 


Total 


2,550 
2,740 


—193 —58 —190 

Of the total receipts, $1,220 million was from exports 
of goods and $1,330 million from invisibles. Of the total 
payments, $2,171 million was for imports of goods and 
$569 million for invisibles. In spite of the import surplus 
of $951 million, a strong trend toward domestic price 
increases is reported. The price increase is due to infla- 
tionary tendencies in the domestic market. Imports of 
staple commodities increased by 30-40 per cent in com- 
parison with the previous year. If the national budget 
for the next fiscal year is not to be limited as it has been 
in the current fiscal year, an import excess of more than 
$400 million is estimated. 

In order to improve the balance of payments, the 
Ministry of Finance considers that a more stringent finan- 
cial and monetary policy is required, together with a 
“super-balanced budget” policy. A “super-balanced bud- 
get” requires that (a) the issuance of government and 
public bonds and debentures should be stopped; (b) gov- 


ernment investment should be restricted in order to stop 


Receipts 
Payments 


undue expansion of capital investment in industry (capital 
investment requirements for the next fiscal year should be 
around 588 billion yen, which is also the estimate of 
actual requirements for this fiscal year) ; (c) capital re- 
sources accumulated during past years, such as govern- 
ment bonds in the hands of the Shikin-Unyo-Bu (the Fund 
Operation Division in the Ministry of Finance), should 
not be used. The balance of 40.2 billion yen carried over 
from previous fiscal years should be held in suspense 
with a clear recognition that some re-organization of in- 
dustry is inevitable. 

Even if such a “super-balanced budget” is planned, no 
considerable excess of cash receipts could be expected 
in the Treasury’s current account during next year, be- 
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cause of a substantial carry over of payments from this 
fiscal year’s budget. Domestic purchasing power would, 
therefore, not be reduced although any further increase 
may be stopped. 

The Ministry further stated that in these conditions 
imports of some $2 billion per year should be maintained 
in order to meet domestic demand. With this objective 
in view the foreign exchange budget should not be reduced 
except for some special items. Any domestic price in- 
crease on account of a reduction of the foreign exchange 
budget should be avoided. While the Government intends 
to attain balance in its international payments by the 
fiscal year 1955, next year’s foreign exchange budget 
would be prepared to cover an import excess of $100 
million. Foreign exchange holdings would be reduced 
in one fiscal year, namely 1954. During the next fiscal 
year, 1955, general domestic economic policies would 
then be applied to ensure a gradual increase of foreign 
exchange holdings. 

Source: Nihon Keizai Shimbun, Tokyo, Japan, Decem- 
ber 5, 1953. 


Japan and the GATT 


The Declaration of intention to conduct commercial 
relations with Japan in accordance with the provisions 
of the GATT, pending Japan’s accession to the GATT, 
which was drawn up in October 1953 (see this News Sur- 
vey, Vol. VI, p. 179), had, by December 31, 1953, been 
signed by 20 nations. These nations are Austria, Belgium, 
Burma, Ceylon, Chile, Denmark, Dominican Republic, 
Finland, Haiti, India, Italy, Luxembourg, Netherlands, 
Nicaragua, Norway, Sweden, Turkey, United States, Uru- 
guay, and Western Germany. The thirteen other mem- 
bers of the GATT who had not signed the Declaration 
by December 31, 1953 included France, the United King- 
dom, Australia, New Zealand, South Africa, Indonesia, 
and Greece. The signature of the Declaration by the 
United States involves no change in U.S. tariff policy 
toward Japanese goods, because these goods are already 
being imported at the same tariff rates as are applied 
to imports from other GATT members. 

Source: The Journal of Commerce, New York, N. Y., 
January 5, 1954. 


United States and Canada 


U.S. Production, Employment, and Income 

Industrial production in the United States in November, 
at 130 per cent of the 1947-49 average, was about 114 
per cent less than in the previous month and, for the 
first time in 1953, was less than in the corresponding 
month in 1952. Output of durable goods was about 6 per 
cent below the high rate reached in early 1953, while out- 
put of nondurables was about 5 per cent lower. Declines 
in metal fabrication reflected mainly reduced output of 
consumer goods, and a sharp decline in auto output was 
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largely associated with model change-overs. With demands 
from consuming industries declining, primary metals 
output in November decreased further to a level 10 per 
cent below the peak rates of last spring. Steel output 
continued to decline in December to about 80 per cent of 
rated capacity, compared with 90 per cent in November. 

Unemployment rose by 400,000 in December to a total 
of 1,850,000. The increase represented reduced activity 
in factory production as well as a seasonal reduction in 
construction. Total December employment amounted to 
60.8 million, 1.2 million below November and 1.1 million 
less than a year ago. 

Reflecting declines in production and employment, per- 

sonal income fell by almost $2 billion to an annual rate 
of $285.5 billion in November. A reduction in govern- 
ment transfer payments was also a significant factor in 
the decline. 
Sources: Federal Reserve Bank of New York, Monthly Re- 
view of Credit and Business Conditions (Na- 
tional Summary of Business Conditions), Janu- 
ary 1954, and The Wall Street Journal, January 
6, 1954, New York, N. Y.; Department of Com- 
merce, Business News Reports, Personal Income 
—November 1953, Washington, D. C., Janu- 
ary 8, 1954. 


Canadian Mortgage Policy 

The Canadian Government has proposed that the Na- 
tional Housing Act be amended so as to reduce initial 
down payments and to extend the duration of mortgages; 
in addition, a system of mortgage insurance would be 
introduced. In order to maintain an adequate supply of 
mortgage funds the chartered banks are to be empowered 
to lend on insured mortgages, which will, in their turn, 
become eligible collateral for borrowing from the Bank of 
Canada by the chartered banks. 
Source: The Globe and Mail, Toronto, Canada, Decem- 

ber 17, 1953. 


Canadian Locomotives for India 

During the next two years, under the Colombo Plan, 
Canada is to provide 120 steam locomotives for the 
Indian railways at a total cost of $20 million. The Can- 
adian contribution to the Colombo Plan is $25 million 
a year. 
Source: The Globe and Mail, Toronto, Canada, Janu- 

ary 6, 1954. 


Latin America 


Venezuelan Iron Ore 

On January 9 the dock, railroad, and other mining fa- 
cilities at Puerto Ordaz, which make possible shipments 
of iron ore from these mines to the United States, were 
inaugurated. A shipment of 10,400 tons of iron ore will 
arrive at Philadelphia on January 20 from Cerro Bolivar 
in Venezuela to be processed by the U.S. Steel Corpora- 






tion. 


By 1956 the U.S. Steel Corporation expects to 
receive shipments up to 5 million tons. These shipments 
are the result of seven years of exploration and two years 
of construction at the mines, involving a total investment 
of $170 million. 

Sources: El Universal, Caracas, Venezuela, December 27, 
1953; The Wall Street Journal, New York, N.Y., 
January 11, 1954. 


Brazilian Foreign Trade Department 

The President of Brazil signed on January 5, 1954 a 
decree dealing with the organization and functions of the 
new Foreign Trade Department, which has been estab- 
lished for the conduct of Brazil’s foreign trade. The 
regulations, which cover 57 articles, are subdivided into 
ten chapters dealing with the Foreign Trade Department 
itself, with its administration, the functions of the Con- 
sultative Foreign Trade Commission, the export and im- 
port licensing system, capital investment, infractions and 
frauds in the issuance and fiscalization of these licenses, 
and general and transitory provisions. 

The Consultative Foreign Trade Commission will 
function jointly with the Foreign Trade Department 
(CACEX). The Director of the Foreign Trade Depart- 
ment will be Chairman of the Commission, whose other 
members will be the Chief of the Economic and Consular 
Department of the Ministry of Foreign Affairs, the Direc- 
tor of the National Department of Industry and Com- 
merce, a representative of the Ministry of Agriculture, 
and a representative of each of the following agencies: 
the Exchange Department, the Superintendency of Money 
and Credit, the Confederation of Commerce and Industry, 
the Brazilian Rural Confederation, and the Federation 
of Commercial Associations of Brazil. 


Source: Brazilian Embassy, Boletim Radiotelegrafico do 


Minestério das Relacées Exteriores, Washington, 


D.C., January 7, 1954. 


Argentine Subsidies on Pork Exports 
The Argentine Trade Promotion Institute (IAPI) has 
announced an increase of the export bonuses on pork 
to 100 per cent (formerly 50 per cent) of the f.o.b value 
for frozen half carcasses with or without bones; to 85 
per cent for cuts and slices of pork, excluding canned 
pork (formerly 60 per cent); to 40 per cent (formerly 
20 per cent) for frozen pork offals. (See also this News 
Survey, Vol. V, p. 195). , 
Source: Bank of London & South America, Fortnighl 
Review, London, England, December 26, 1953. 


Other Countries 


Australia and the GATT 

By December 31, 1953, the declaration extending to 
June 30, 1955 the period during which tariff concessions 
are to be bound (see this News Survey, Vol. VI, p. 157) 
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had been signed by all the contracting parties to the 

General Agreement on Tariffs and Trade, except Aus- 

tralia, Brazil, and Peru. 

Mr. Menzies, the Australian Prime Minister, stated 
on January 7 that Australia had not made any decision 
not to sign the declaration extending the assured life 
of the GATT tariff concessions. The Australian Govern- 
ment had indeed been unable to conclude its consideration 
of the proposal. This was due chiefly to the illnesses 
of the Minister for Trade and Customs and the Minister 
for Commerce and Agriculture, the two Ministers vitally 
concerned in the GATT deliberations, at the time the 
matter was listed for discussion. The declaration initially 
provided a deadline of December 31, 1953 for signature, 
but the GATT secretariat had been advised that Australia 
had not completed its consideration. Even if Australia 
were out of the Agreement the nonsignature of the declar- 
ation would not change its basic position. Australia 
would still be bound by the GATT rules and could not 
vary its tariff concessions except in accordance with the 
provisions of the Agreement. It would have to negotiate 
and try to reach agreement with the countries directly 
concerned in particular concessions. If concessions were 
withdrawn by Australia, other countries directly affected 
would then be free to withdraw equivalent concessions 
from Australia. Nonsignature would merely release Aus- 
tralia from the firm obligation to maintain its tariff 
concessions unamended for a further 18 months. The 
General Agreement will be discussed at the next meeting 
of the Australian Federal Cabinet; the Agreement as a 
whole is scheduled for general review by all members at 
a later date. 

Sources: The Financial Times, London, England, Janu- 
ary 7, 1954; Department of External Affairs, 
Statement by the Australian Prime Minister, 
Canberra, Australia, January 7, 1954. 


New Zealand Wages and Prices 


By an amended wage order covering existing awards 
and industrial agreements the New Zealand Arbitration 
Court has increased salaries and wages by 10 per cent, 
up to a weekly wage rate of £12 for men, £9 for women, 
and £7 for workers under 21. The order takes effect from 
September 15, 1953, or from the date of any award or 
agreement made since that date. 

The effect of the wage order was to raise prices for 
many commodities. The Government has announced its 
decision to raise the basic social security pension by 10s. 
(to £3 7s. 6d. per week), with corresponding rises in 
war pensions, to increase railway fares and freights, post 
office charges, radio licenses, and other Government 
Trading Department charges, and to adjust the subsidies 
on bread, milk, and butter, so that the retail prices of 
these commodities will be slightly increased. 

The Dairy Products Marketing Commission has also 


announced corresponding increases in the guaranteed 
prices for butter and cheese, the factory pay-out to dairy 
farmers being increased by 2.15d. per pound for butterfat. 


Source: New Zealand Embassy, News from New Zealand, 
Washington, D.C., December 1953. 


Gold Production in the Orange Free State 

Mr. S. G. Menell, Chairman of the Anglo-Transvaal 
Consolidated Investment Company, stated at the com- 
pany’s annual general meeting in Johannesburg that the 
disparity between the grade of ore now being milled in the 
new gold mines in the Orange Free State and the reason- 
able expectation of grade based on indicated development 
values was a result of the fact that these mines were not 
yet in a position to produce ore of a normal run-of-mine 
grade. Nearly three times the capital necessary before 
the war is now required to reach an economic scale of 
production, so that it has become advantageous to obtain 
some revenue, before a mine is established for normal 
operations, by utilizing ore produced while the mine is 
still predominantly engaged in development. In these 
circumstances the grade of ore milled can be of no more 
than academic interest and is no measure of future po- 
tentialities. From November 1951, when gold production 
was started in the Free State, to the end of November 
1953, 3,229,000 tons of ore had been crushed yielding 
631,669 fine ounces of gold. The average recovery grade 
in this period was 3.85 dwt., which may be compared 
with the grade of 3.875 dwt. recorded in the first ten 
months of 1953 by 43 mines in the Transvaal. 


Source: The Times, London, England, December 29, 1953. 


Fund Alternate Executive Director 

Mr. F.J. Portsmore has been appointed Alternate Exec- 
utive Director of the Fund for the United Kingdom, to 
succeed Mr. L.F. Crick, whose period of service ended 
on December 30, 1953 and who has returned to the Bank 
of England. Mr. Portsmore is also on the staff of the 
Bank of England and has recently been Alternate Member 
of the EPU Managing Board. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents,_and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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